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cancel or restrict the license or certifi-
cate of any insular manufacturer found
violating the regulations.

[49 FR 17740, Apr. 25, 1984, as amended at 50
FR 43568, Oct. 28, 1985; 53 FR 52994, Dec. 30,
1988; 61 FR 55884, Oct. 30, 1996; 70 FR 67647,
Nov. 8, 2005]

§303.2 Definitions and forms.

(a) Definitions. Unless the context in-
dicates otherwise:

(1) Act means Pub. L. 97-446, enacted
January 12, 1983 (19 U.S.C. 1202), 96
Stat. 2329, as amended by Pub. L. 103-
465, enacted on December 8, 1994, 108
Stat. 4991, Public Law 108-429, enacted
on 3 December 2004, 118 Stat. 2582.

(2) Secretaries means the Secretary of
Commerce and the Secretary of Inte-
rior or their delegates, acting jointly.

(3) Director means the Director of the
Statutory Import Programs Staff,
International Trade Administration,
U.S. Department of Commerce.

(4) Sale or tranfer of a business means
the sale or transfer of control, whether
temporary or permanent, over a firm
to which a duty-exemption has been al-
located, to any other firm, corporation,
partnership, person or other legal enti-
ty by any means whatsoever, includ-
ing, but not limited to, merger and
transfer of stock, assets or voting
trusts.

(5) New firm is a watch firm not af-
filiated through ownership or control
with any other watch duty-refund re-
cipient. In assessing whether persons
or parties are affiliated, the Secre-
taries will consider the following fac-
tors, among others: stock ownership;
corporate or family groupings; fran-
chise or joint venture agreements; debt
financing; and close supplier relation-
ships. The Secretaries may not find
that control exists on the basis of these
factors unless the relationship has the
potential to affect decisions concerning
production, pricing, or cost. Also, no
watch duty-refund recipient may own
or control more than one jewelry duty-
refund recipient. A new entrant is a
new watch firm which has received an
allocation.

(6) Producer means a duty-exemption
holder which has maintained its eligi-
bility for further allocations by com-
plying with these regulations.
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(7) Established industry means all pro-
ducers, including new entrants, that
have maintained their eligibility for
further allocations.

(8) Territories, territorial, and insular
possessions refer to the insular posses-
sions of the United States (i.e., the
U.S. Virgin Islands, Guam, and Amer-
ican Samoa) and the Northern Mariana
Islands.

(9) Duty-exemption refers to the au-
thorization of duty-free entry of a spec-
ified number of watches and watch
movements into the Customs Territory
of the United States.

(10) Total annual duty-exemption refers
to the entire quantity of watches or
watch components which may enter
duty-free into the customs territory of
the United States from the territories
under 91/56 in a calendar year, as deter-
mined by the Secretaries or by the
International Trade Commission in ac-
cordance with the Act.

(11) Territorial distribution refers to
the apportionment by the Secretaries
of the total annual duty-exemption
among the separate territories; terri-
torial share means the portion con-
signed to each territory by this appor-
tionment.

(12) Allocation refers to the distribu-
tion of all parts of a territorial share,
or a portion thereof, among the several
producers in a territory.

(13) Creditable wages, creditable
fringe benefits and creditable duty dif-
ferentials eligible for the duty refund
benefit include, but are not limited to,
the following:

(i) Wages up to an amount equal to 65
percent of the contribution and benefit
base for Social Security, as defined in
the Social Security Act for the year in
which wages were earned, paid to per-
manent residents of the insular posses-
sions employed in a firm’s 91/6 watch
and watch movement program.

(A) Wages paid for the repair of
watches up to an amount equal to 85
percent of the firm’s total creditable
wages.

(B) Wages paid to watch and watch
movement assembly workers involved
in the complete assembly of watches
and watch movements which have en-
tered the United States duty-free and
have complied with the laws and regu-
lations governing the program.
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(C) Wages paid to watch and watch
movement assembly workers involved
in the complete assembly of watches,
excluding the movement, only in situa-
tions where the desired movement can
not be purchased unassembled and the
producer has documentation estab-
lishing this.

(D) Wages paid to those persons en-
gaged in the day-to-day assembly oper-
ations on the premises of the company
office, wages paid to administrative
employees working on the premises of
the company office, wages paid to secu-
rity employees and wages paid to serv-
icing and maintenance employees if
these services are integral to the as-
sembly and manufacturing operations
and the employees are working on the
premises of the company office.

(BE) Wages paid to persons engaged in
both creditable and non-creditable as-
sembly and repair operations may be
credited proportionally provided the
firm maintains production, shipping
and payroll records adequate for the
Departments’ verification of the cred-
itable portion.

(F) Wages paid to new permanent
residents who have met the require-
ments of permanent residency in ac-
cordance with the Departments’ regu-
lations, along with meeting all other
creditable wage requirements of the
regulations, which must be docu-
mented and verified to the satisfaction
of the Secretaries.

(ii) The combined creditable amount
of individual health and life insurance
per year, for each full-time permanent
resident employee who works on the
premises of the company office and
whose wages qualify as creditable, may
not exceed 100 percent of the ‘‘weighted
average” yearly federal employee
health insurance, which is calculated
from the individual health plans
weighted by the number of individual
contracts in each plan. The yearly
amount is calculated by the Office of
Personnel Management and includes
the ‘‘weighted average’” of all indi-
vidual health insurance costs for fed-
eral employees throughout the United
States. The maximum life insurance
allowed within this combined amount
is $560,000 for each employee.

(A) The combined creditable amount
of family health and life insurance per
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year, for each full-time permanent
resident employee who works on the
premises of the company office and
whose wages qualify as creditable, may
not exceed 120 percent of the ‘‘weighted
average’’ yearly federal employee
health insurance, which is calculated
from the family health plans weighted
by the number of family contracts in
each plan. The yearly amount is cal-
culated by the Office of Personnel Man-
agement and includes the ‘‘weighted
average’ of all family health insurance
costs for federal employees throughout
the United States. The maximum life
insurance allowed within this com-
bined amount is $50,000 for each em-
ployee.

(B) The creditable pension benefit,
for each full-time permanent resident
employee who works on the premises of
the company office and whose wages
qualify as creditable, is up to 3 percent
of the employee’s wages unless the em-
ployee’s wages exceed the maximum
annual creditable wage allowed under
the program (see paragraph (a)(13)(i) of
this section). An employee earning
more than the maximum creditable
wage allowed under the program will
be eligible for only 3 percent of the
maximum creditable wage.

(iii) If tariffs on watches and watch
movements are reduced, then compa-
nies would be required to provide the
annual aggregate data by individual
HTSUS watch tariff numbers for the
following components contained there-
in: the quantity and value of watch
cases, the quantity of movements, the
quantity and value of each type of
strap, bracelet or band, and the quan-
tity and value of batteries shipped free
of duty into the United States. If dis-
crete watch movements are shipped
free of duty into the United States,
then the annual aggregate quantity by
individual HTSUS movement tariff
numbers would also be required along
with the value of each battery if it is
contained within. These data would be
used to calculate the annual duty rate
before each HTSUS tariff reduction,
and the annual duty rate after the
HTSUS tariff reduction. The amount of
the difference would be creditable to-
ward the duty refund. The tariff infor-
mation would only be collected and
used in the calculation of the annual
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duty-refund certificate and would not
be used in the calculation of the mid-
yvear duty-refund.

(14) Non-creditable wages and non-
creditable fringe benefits. Wages ineli-
gible for the duty refund benefit wages
include, but are not limited to, the fol-
lowing:

(i) Wages over 65 percent of the con-
tribution and benefit base for Social
Security, as defined in the Social Secu-
rity Act for the year in which wages
were earned, paid to permanent resi-
dents of the territories employed in a
firm’s 91/6 watch and watch movement
program.

(A) Wages paid for the repair of
watches in an amount over 85 percent
of the firm’s total creditable wages.

(B) Wages paid for the assembly of
watches and watch movements which
are shipped outside the customs terri-
tory of the United States; wages paid
for the assembly of watches and watch
movements that do not meet the regu-
latory assembly requirements; or
wages paid for the assembly of watches
or watch movements that contain
HTSUS column 2 components.

(C) Wages paid for the complete as-
sembly of watches, excluding the
movement, when the desired movement
can be purchased unassembled, if the
producer does not have adequate docu-
mentation, demonstrating to the satis-
faction of the Secretaries, that the
movement could not be purchased un-
assembled whether or not it is entering
the United States.

(D) Wages paid to persons not en-
gaged in the day-to-day assembly oper-
ations on the premises of the company
office; wages paid to any outside con-
sultants; wages paid to outside the of-
fice personnel, including but not lim-
ited to, lawyers, gardeners, construc-
tion workers, and accountants; wages
paid to employees not working on the
premises of the company office; and
wages paid to employees who do not
qualify as permanent residents in ac-
cordance with the Departments’ regu-
lations.

(BE) Wages paid to persons engaged in
both creditable and non-creditable as-
sembly and repair operations if the
producer does not maintain production,
shipping and payroll records adequate
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for the Departments’ verification of
the creditable portion.

(ii) Any costs, for the year in which
the wages were paid, of the combined
creditable amount of individual health
and life insurance for employees over
100 percent of the ‘“weighted average’
yearly individual health insurance
costs for all federal employees. The
cost of any life insurance over the
$50,000 1limit for each employee.

(A) Any costs, for the year in which
the wages were paid, of the combined
creditable amount of family health and
life insurance for employees over 120
percent of the ‘‘weighted average”
yearly family health insurance costs
for all federal employee. The cost of
any life insurance over the $50,000 limit
for each employee.

(B) The cost of any pension benefit
per employee over 3 percent of the em-
ployee’s creditable wages unless the
employee’s wages exceed the maximum
annual creditable annual maximum
creditable wage allowed under the pro-
gram (see paragraph (a)(13)(i) of this
section). Employees earning over the
maximum creditable wage allowed
under the program would have a cred-
itable annual pension benefit of up to 3
percent of the maximum creditable
wage and wages over 3 percent of the
maximum creditable wage would not
be creditable.

(15) Non-91/5 watches and watch move-
ments include, but are not limited to,
watches and movements which are lig-
uidated as dutiable by the Bureau of
Customs and Border Protection but do
not include, for purposes of the duty
refund, watches that are completely as-
sembled in the insular possessions,
with the exception of a desired move-
ment if the movement cannot be pur-
chased in an unassembled condition;
contains any material which is the
product of any country with respect to
which Column 2 rates of duty apply;
are ineligible for duty-free treatment
pursuant to law or regulation; or are
units the assembly of which the De-
partments have determined not to in-
volve substantial and meaningful work
in the territories (as elsewhere defined
in these regulations).

(16) Discrete movements and compo-
nents means screws, parts, components
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and subassemblies not assembled to-
gether with another part, component
or subassembly at the time of importa-
tion into the territory. (A mainplate
containing set jewels or shock devices,
together with other parts, would be
considered a single discrete compo-
nent, as would a barrel bridge sub-
assembly.)

A7) Permanent resident means a per-
son with one residence which is in the
insular possessions or a person with
one or more residences outside the in-
sular possessions who meets criteria
that include maintaining his or her
domicile in the insular possessions, re-
siding (i.e., be physically present for at
least 183 days within a continuous 365
day period) and working in the terri-
tory at a program company, and main-
taining his or her primary office for
day-to-day work in the insular posses-
sions.

(b) Forms—(1) ITA-334P ‘‘Application
for License to Enter Watches and Watch
Movements into the Customs Territory of
the United States.”” This form must be
completed annually by all producers
desiring to receive an annual alloca-
tion. It is also used, with appropriate
special instructions for its completion,
by new firms applying for duty-exemp-
tions and by producers who wish to re-
ceive the duty refund in installments
on a biannual basis.

(2) ITA-333 ““License to Enter Watches
and Watch Movements into the Customs
Territory of the United States.”” This
form is issued by the Director to pro-
ducers who have received an allocation
and constitutes authorization for
issuing specific shipment permits by
the territorial governments. It is also
used to record the balance of a pro-
ducer’s remaining duty-exemptions
after each shipment permit is issued.

(38) ITA-340 “‘Permit to Enter Watches
and Watch Movements into the Customs
Territory of the United States.”” This
form may be obtained, by producers
holding a valid license, from the terri-
torial government or may be produced
by the licensee in an approved comput-
erized format or any other medium or
format approved by the Departments of
Commerce and the Interior. The com-
pleted form authorizes duty-free entry
of a specified amount of watches or
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watch movements at a specified U.S.
Customs port.

(4) ITA-360P ‘‘Certificate of Entitlement
to Secure the Refund of Duties on Articles
that Entered the Customs Territory of The
United State Duty Paid.”’ This document
authorizes an insular watch producer
to request the refund of duties on im-
ports of articles that entered the cus-
toms territory of the United States
duty paid, up to the specified value of
the certificate. Certificates may be
used to obtain duty refunds only when
presented with a properly executed
Form ITA-361P.

(5) ITA-361P ‘‘Request for Refund of
Duties on Articles that Entered the Cus-
toms Territory of the United States Duty
Paid.”” This form must be completed to
obtain the refund of duties authorized
by the Director through Form ITA-
360P. After authentication by the De-
partment of Commerce, it may be used
for the refund of duties on items which
were entered into the customs terri-
tory of the United States during a
specified time period. Copies of the ap-
propriate Customs entries must be pro-
vided with this form to establish a
basis for issuing the claimed amounts.
The forms may also be used to transfer
all or part of the producer’s entitle-
ment to another party. (See §303.12.)

(The information collection requirements in
paragraph (b)(1) were approved by the Office
of Management and Budget under control
number 0625-0040. The information collection
requirements in paragraphs (b) (4) through
(6) were approved under control number 0625—
0134)

[49 FR 17740, Apr. 25, 1984, as amended at 50
FR 43568, Oct. 28, 1985; 53 FR 52994, Dec. 30,
1988; 56 FR 9621, Mar. 7, 1991, 61 FR 55884,
55885, Oct. 30, 1996; 656 FR 8049, Feb. 17, 2000;
66 FR 34812, July 2, 2001; 67 FR 77408, Dec. 18,
2002; 68 FR 56555, Oct. 1, 2003; 70 FR 67647,
Nov. 8, 2005]

§303.3 Determination of the total an-
nual duty-exemption.

(a) Procedure for determination. If,
after considering the productive capac-
ity of the territorial watch industry
and the economic interests of the terri-
tories, the Secretaries determine that
the amount of the total annual duty-
exemption, or the territorial shares of
the total amount, should be changed,
they shall publish in the FEDERAL REG-
ISTER a proposed limit on the quantity



